community or the larger community in the world. And the profits which obviously Paul just said you have to have in order to sustain your business.
Abe: Dawn, in your work in the finance world with Goodworks Venture and other roles in the community, you must have seen some amazing examples of social entrepreneurship. Could you talk about maybe some of those organizations that you've encountered in the past?
Dawn: Sure, I think there's one in our portfolio that I love to talk about, it's a company called Teracycle. It was born out of a University at Princeton; there were some kids that were trying to figure out how to make high quality compost for growing some green plants. As a result of doing that, they wound up creating a company that makes liquid compost that was put into recycled pop bottles, shrink wrapped, then sold through mass market. They built on that foundation. Everything they do is made from trash; and everything they sell is through a mass retail market which I think is pretty incredible. The cost of goods is generally zero or they get paid to take things away from places and they're repurposing all of their materials and creating a product that people want.
Abe: How about you Jack? Jack: Let me jump, I guess, globally. My work, when I get close to social entrepreneurship it's mostly about delivering financial services to the poor. One neat global example of social entrepreneurship, which Dawn may be familiar with too having done some in microfinance, is happening in Kenya today. Everyone knows the microfinance world pretty well. Mobile phone technology totally exploded in Kenya today; it's reached some 85% of the population that earns less than 2 dollars a day. So totally leaped frogged the industrial world in terms of market penetration. There's a neat operation called Empossa that has kind of piggy backed on the mobile phone technology which is called Empessa. What they've done is they've gone out and basically made very small solar panel installments way out in the rural hinterlands and asked for repayment across eighteen months or something like that. Basically they never could have done this without the mobile phone technology to enable the payment services to pay those installment loans back. It's a very simple small scale solar technology that is hitting rural villages that could never have been possible if it weren't for this mobile phone technology that had penetrated so deeply. It's not like they're bringing sort of lower cost or renewable energy to places that even had electricity. Everyone was burning kerosene. They're not only improving the economic livelihood but it's a direct health consequence and making just a lot of cool social benefits.
Abe: Paul, you work with a lot of members of our community through the Blackstone Launchpad. I'm sure you've seen a lot of interesting ideas that have gone through, as well as you're an entrepreneur yourself. Share with us some of the interesting social entrepreneur enterprises that are going on in our community.
Paul:
I think what's interesting is what we're seeing in the Launchpad is I think from the younger generation, the majority of the students at the university is a strong interest in a social mission or social purpose to their businesses. It's almost less about specific examples and more that it's a kind of trend. One example which we worked a little within the Launchpad, which Dawn and I both saw through Start Up Weekend here in Missoula earlier this year was a company called Tampout. They've taken an interesting social entrepreneurship model which is now referred to as the two for one model, which was started by Tom Shoes. Basically you buy a pair of Tom Shoes and another pair of shoes is sent to someone in the developing world. Tampout has taken that same model and said can we do that with feminine hygiene products? To provide feminine hygiene products to women in the developing world where for a whole range of sort of cultural reasons they don't necessarily have access to that, which prevents them from going to school, prevents them from contributing to their community. I think there's lots of kind of interesting models in this and it's something that I think this generation that's growing up now is very focused on when they start to think about being entrepreneurs in some ways, they're thinking almost first about the social mission they want to address and then saying how can we address that kind of creatively?
Abe: Just in general to all three of you, do you see certain patterns or trends within this social entrepreneur movement? Do they tend to be more younger people? Or there is no demographic differences? There are folks from the older generation and younger generation getting involved? Are there particular traits about social entrepreneurship that you can identify?
Paul: I think we're seeing, it's reflective obviously by the larger student population that we're serving, I'm seeing that as a generational issue, but I don't think it's exclusive. In some ways when people of all ages see examples and models out there, those people at least are kind of receptive to change and thinking differently about stuff say, gee that's an interesting approach. There are now mechanisms out there, sort of B-corps which is giving people the opportunity to create an organization that in some ways you can sort of think of sits half way between being a pure full profit maximization business and a not for profit organization. I think it's both there is a generational piece and a combination of other factors coming together that are sort of driving awareness and driving the ability to do some of these things perhaps in ways that wouldn't be possible in the past.
Jack: I'm not sure I can point to any generational trends, honestly. I see people of all ages, all walks of life engaging in social entrepreneurship. I guess as the term has become a little bit more popular, and I'm not sure if anyone's out there really measuring the growth of the industry, they probably are, but it's common in university curriculums today. Foundations have portfolios. It's talked about more and more. There are journalists out there making careers doing nothing but talking about social entrepreneurism. As the idea, the concept, becomes more popularized, it probably does become a more attractive and maybe viable-maybe viable-career path for young people. It wouldn't surprise me at all if there was more interest in exploration in folks coming out of university programs.
Dawn: I think it's two things, the Social Venture Network celebrated its 25 th anniversary a couple of years ago, so obviously it's been around for a very long time. Companies like the Body Shop, Ben and Jerry's, Stonyfield Farm, brand names that people are very familiar with have been around since the seventies. I would say that what's happened though because of organizations like the Skoll foundation, the Omidyar Foundation, there's a heightened awareness and there's more money in the field so there's more investment being made into what we call sustainable or socially responsible businesses. So that sort of lends to their viability if they're able to secure investment because people are understanding the concept that we're maybe on a short timeline here with some of our decision making in ways that we're running our businesses and that we really ought to be taking into account externalities along with the internal mechanisms that we have traditionally focused on in business.
Abe: From my understanding, is that particularly in the Missoula area, entrepreneurship is very active. Is there anything particularly about our community that really lends itself to strong entrepreneurship?
Paul: I think there's probably a couple of things. One, Missoula is well known for a high proportion of not for profits, so there's obviously a kind of strong social mission to much of the population here, which I think in many instances is an opportunity for them to perhaps to think. Then more so to the social entrepreneurship model of how do we build something that generates kind of revenues, that generates profits as opposed to just looking for donations and grants and so forth. I think there's a sort of skillset and mindset here. I think the other thing is just about Montana. There's this pioneering spirit. We see that across entrepreneurship as a whole. There's a culture of problem solving and collaborating to solve problems that I think is a very powerful and valuable asset to entrepreneurial activities so I think we've got some great assets here from which to build a strong social entrepreneurship base across the state.
Abe: Do any of you see any areas in our community or our society in general where you think there should be some more social entrepreneurs really thinking about how to solve some problems in those areas or do some creative thinking?
Dawn: I think just to follow on that and the previous question. There are some incredibly creative thinkers even in the nonprofit world engaging in social entrepreneurship here and across the globe. One example is home resource, which is a business. It's run as a nonprofit but it's actually run as a business. It recycles building materials, so when houses are torn down or remodeling jobs are done, a lot of those materials are pulled out of houses and repurposed and then actually sold in their store here in town. So it's a nonprofit but it's running itself as a business and very much sees itself as a business. So I think the distinction between for profit, nonprofit, business, I think there's opportunity out there and I think most people at this point are looking at trying to solve a problem if they're starting a business. Most people are really cognizant towards the impacts, that they realize they can't create a business by themselves. It's generally employees and your customers and consumers that are actually making your business vibrant and alive; I think people are more cognizant about tending to all of those people included in their ecosystem.
Paul: I think a couple of areas that would be ripe for social entrepreneurship would be education and healthcare. I think they're ripe for innovation, and therefore when people look to innovate ideas and look at the mission and purpose of education and healthcare, those are both very kind of social issues, so I think the opportunity for social entrepreneurship in those fields is quite strong.
Abe: Are there particular examples that come to mind that you think some people are doing great work in that are?
Dawn: Khan Academy. Abe: How about you Jack, besides public health and education, perhaps in your world are there areas that you see the need for social entrepreneurship?
Jack: Yeah, I mean, the last time we got together we talked a little bit about the work of NeighborWorks Montana as well which is an excellent local example of not for profit social entrepreneurism. In the example we talked about, NeighborWorks has gone out and tried to help some manufactured mobile home park residents actually take ownership of their land. So move from a lease setting with not very stable secure tenancy arrangements to actually organizing cooperatively, accessing capital, and taking ownership of the entire plot of land, turning it into a cooperative, and owning it collectively. So the next step for some of us here in the state is to think about how then do we start to make access to finance available for replacement homes, for home improvements, for cash out refinancing, just like the rest of home owners in Montana enjoy. Very difficult to do now in a cooperative setting, in a mobile home park, and so trying to solve that nut, step in as credit unions or local Montana banks, and figure out how to do that very well I think is a really excellent place for us to be working.
Abe: So let's look at the nuts and bolts of being a social entrepreneur. Let's say I have a great idea, how do I start? Where do I begin? Who do I talk to? Paul, I'm sure you've helped a lot of people from step one, so let's start with you.
Paul: Sure, so the things we talk to people at the Launchpad about when they come in with an idea is, often they come in with, I've got this idea so I need to do is write a business plan and get funding right? That's not the starting point, the starting point is to figure out if the idea that you have has validity. Validity means you have a solution to a problem that a group of customers or users or people or businesses have. Then you need to figure out whether the solution you have is something they really want. You can conceptualize it, but only by going and reaching out to that market place can you figure out whether what you have is what they want. What people often learn is that there is a real seed of value in your idea but your initial conceptualization of it probably isn't kind of the perfect solution. So that process of going out and talking to your potential market place or even trying to discover what your market place is. I think people often have cool ideas that they think would be great, they'd want it themselves, but they have to figure out who are other people like me, what are the characteristics. I can understand if there's a big enough market, and you need to understand that as well because at some point if you do have this great product, this great service, this solution, you're going to need to market that to those people that you think want it. So that's the thing we get people to focus on first, is to really crystalize what that idea is and then go test it with people. See what people's reaction is and refine that idea. The way I often talk about this is, when people talk about build it and they will come, that's absolutely not true. Don't build it and hope they will come, go find out what they will come for and once you've figured that out, then start to think about building it.
Abe: So I've got this great idea. I've got a market that people are interested in. So Dawn, should I quit my job and launch head into it or what's the next step after that?
Dawn: I wouldn't recommend that. I think that people always underestimate the amount of time and money it takes to launch a successful business. Even if it's a great idea with a big market place, there's still something I call the runway which is the time you start until the time you actually take off. That runway can be really long, or sometimes it can be really short. It can be really short if you don't have enough time and energy and money to actually make your business idea take off, in which case you have a short runway that runs into a brick wall. So keeping your job and really starting to work out and flesh out the details of your plan. Like if you're manufacturing your product, where's it going to be made, what are the costs, how long is it going to take to source that, what does it take to get on the shelf? One of the good resources we've brought to our community and that's happening around the nation right now is something called Startup Weekend. The Kauffman Foundation has sort of sponsored and hosted this amazing structure where you can spend 58 hours really thinking through all aspects of your business and building it out with a team of people. You have an opportunity to flush things out and possibly see who you want to have on a time. It's a great opportunity to take your business to the next level. People who have participated in the startup weekend basically say that it's like running a business in six months over a weekend so you can really accelerate your sort of flight velocity through participating in one of those.
Abe: So Jack how about funding? Where do we go for funding? If people have a great idea, they've got a good business plan, they've got a good team, but they don't have any resources, where do they go?
Jack: First I'll reiterate what Dawn said; don't quit your day job. Think about your own primary sources of income first. To sort of piggy back on Paul, have some humility. Ask the questions, get out, and learn by doing before trying to go to scale. Funding really depends a lot on what you're trying to do. If you're starting a not for profit, which won't be generating maybe any revenue at all, there are foundations and probably government, depending on what the mission of the not for profit is, that you'll want to take your idea to and pitch it but also learn about those foundations and maybe government agencies to really understand what their interests are and how your interests might or might not align. Even the best idea will never win the audience of a foundation that just doesn't have a portfolio in that area and it's not in their mission statement. I think that's a really important one. Friends, family, these are always places to turn to get small scale seed capital. Probably after that you're talking about the private investor community and Dawn is much better positioned than I am to talk about that. Banks and credit unions are out there although frankly we don't usually stand at the very edge of funding new entrepreneurial ideas. Banks and credit unions tend to like to see collateral and existing cash flows before they make loans. Dawn: For us we're really looking at market viability and how soon until that first dollar comes in. so some of the places you can also look for capital are through Kickstarter or preselling your product. If you've presold your product and you've got orders on the book, it makes it a lot easier for us to write a check to invest in you because we know that then there's viability at the endgame. I think other things that investors are often looking for, there's never really going to be an investor who's going to write you an investment check so that you can draw a large salary or even an adequate salary from your start up. I think a lot of people underestimate that. Investors understand that there's a minimal need to take cash out of the business to keep you rolling down the street but it's not going to be very large, so I think that's a cautionary note that if you're going to need resources to keep yourself going you're probably going to need to put some of those together before you set off on your mission. Other things that people are looking for is how big is the market place, what are your chances of penetrating the market place, are there distribution channels which are difficult, how is it best that you can get your product to market at the most cost effective manner?
Abe: Final question I'd like to ask all of you, what are the pitfalls? What are some common mistakes that entrepreneurs make when they're starting up a venture?
Paul: I think maybe I'll sort of position my response slightly differently in terms of what's a factor for success, is that you've got to be passionate about it. Because as Dawn said you're going to have some financial straits to sort of maneuver yourself through, that runway can be long, you may have to run through some brick walls, you're going to experience some significant barriers and hurdles and kind of have to change the direction of your business. You've got to be really passionate about your mission to force yourself through that pain barrier. Don't embark on an entrepreneurial venture unless you really feel your hearts in it and you're really passionate about trying to see the outcome from a social entrepreneurship that you're passionate about trying to address that social issue or deliver that kind of social benefit that caused you to come up with this idea in the first place.
Abe: Well Dawn, Paul, Jack, thank you very much for your time and your insights.
Paul: Thanks for the opportunity.
Jack: Thanks.
Allen: That was Paul Gladen, Dawn Mcgee, and Jack Lawson on social entrepreneurship. We hope you've enjoyed this show. We appreciate your support, so if you enjoyed the podcast please give us a five star review on iTunes and help others discover the show. The Mansfield Center Global Leadership Podcast is produced at the Mansfield Center on the University of Montana campus. If you have any questions or comments please feel free to reach out to us. We can be reached at Mansfieldcenter@mso.umt.edu. I'm Allen Sangster. Thanks for listening.
